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NEW YORK CITY

Decarnbar 4, 1359
Twelve years ago, on December 3, 1947, I hed the honor
of addressing the 52nd Annual Congress of American Industry, held
by your Association, My subject on that occasion, as now, was,
Meluakey Sleten
the Soviet challenge. I ihen stated that this was a challenge to us-

‘to prove that the system of {ree men under law can survive.'' This

remains irue today.

luens "{"-LU\-
in 1947 the SovietsOnion wae basing Itg hopes -- not so much

Yiees
4.

on the economic and industrial might of their system, as on the
bun—
imminent collapse a£4£rae enterprise society.
Then it was Stalin, Molotov and Vishinsky who warned us

and told the world that cur Marshall Plan was merely a means of

unioading excess commodities and capital to avoid an impending

Arperican crisis,
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Horas

ihe old 3oviet leaders have gone and so have gone many of
their arguments, Their successors have largely abandoned the thesis
d‘,\‘, L; A.t‘g Dt~ W_

of any early demise of C&pitaliamn Now they propose, over the years,

¢ surpass us in total industrial output.

This is a boast which is not likely to be realized in the {oreseeable \
\
iuture uniess we 'rest on our cars., ' What is of more iminediate
concern to us is the fact that they are using their growing industrial
nower, which ig still lesa than one-half of our own, largely to promote
their national power aimma rather than to give a fuller life to their own
citizeng, We are doing just the opposile,
4 decade ago Moascow was threatening us because we were
ziving aid vverseas tc meet the danger of economic breakdown and
cormmuniat takeover in large parts of Europe. Now they propose

to compete with us on a worldwide basis in the field of overseas aid

and trade io win over the vacormmitted nations of the world,
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Then, though they had an atomic power, the Soviet were using i i

the threat of their great conventional forces to help undermine
Greece and Turkey and then later to menace the Free World in
Aerlin and Korea,.

Now they preach coexistence and economic and industrial
competition with the West but still on occasiong rattle the threat of
sallistic missiles and bring StalinislS back into power in their

uneasy aatellites,
B % ok %
~s representatives of this 64th Congress of American Industry,
you have a legitimate interest in what your roost aggressive ioreign -
competitor, the Sino-3oviet Bloc, is doing and planning, Today thig
iz not ,#*; because this competitor is seriously threatening your
W

domestic or even your foreign markets, but rather because the
A

pattern of this competitor’'s conduct and the impact of the Bloc's
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policies, both domestic and {oreign, ‘;;-;tg have an important eif ect
)3 gm the future direction of American industry and of our economy.
4 wise European remarked to me the other day that the
danper of war, in his opinion, has receded, but that the dangers of
communigm had increased,
In saving this he had two major thoughts in mind:
¥irst, that the military situation would fall into a kind u
of nuclear stalemate where the United States and its allies and the
Bino~Soviet Bloc would each have a suificient supply of nuclear weapons
and the means of delivery to inflict unacceptable damage on the other.
Second that, under these conditions, the competition might
ashift, at least for a time, from the military to the political and
aconomic sectors with the Free World and iree enterprise competing
for the uncommitted world against all forms of penetration by

international communiam,. This is the more possible because
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Hhrushchev, wh;’ 1.(:’ he desires to inherit Mw&hr:’mheh&a
does not wish it to be a world devasiated by nuclear weapons, -~
also he thinks he is doing quite well as events are now developing,
S
15 & military stalemate likely?
It does not require recourse to secret data to reach the

{ollowing conclusion: That in a shert span of years, both the United 3tates |

|
!
and the Soviet Union will be equipped with a supply of nuclear weapons; %

i

and with a means of delivery, whether by guided missiles or W&Mw
aircraft, adequate to constitute a grave deterrent agains't the initiation
s{ war by either, The impact of this mutual growing capability is

already having its effect on the international scene.
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ilowever, ior the deterrent to be wholly effective other
conditions must be met; among them are the following:

{1} There must be no doubt in the minds either of the
leaders in Moscow or Peiping that the initiation by thern of a war
or aggression using conveniional weapons would be met with
adequate force, including nuclear weapons,

(2) Regional strife among powers having no nuclear
capabilities must be quarantined or limited, History has shown us
samall wars breed great wars and chain reactions with unforeseen
consequences may result irom them,

{3) The United States and its allies of the Free World
musl continue to maintain a military defensive and retaliatory power
such that no increase in 5ino-3oviet military power could lead the

latter to believe that they had gained clear superiority over us.
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{4) We must make the strength of our military position
and our readiness to use it against communist aggression so clear
that there can be no misunderstanding on the part of the Soviet,
some wars have come from vicious intent and were a calculated act;
more have come {rom miscalculations,

{ doubt whether the leaders of international communism
wwisunderstand or miscalculate our posture today. i’hay mugt not
do 50 tomorrow,. The prevention of misunderstanding is a continuing
task, We must not slip into an attitude of complacency or tolerance,

the ok 3t loie 2o

so-that At any given moment they may hi&ve doubts about our intentions ,

serrafrest ek wot be gupn S

Dﬁﬁm to feel that Lheqpcaa—um;\ the threat of nuclear blackmail
Copinl 6L fa wned Fs

¥ push us out of any positions anywhere in the world that are vital
10 pur security, on the theory that any osne-e such pnsitienf is not

worth the risk of a nuclear conilict,
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Clertainly until 2 system of controlled disarmament can be

devised, there should be no relaxation in the field of our national

defenge as the primary deterrent to the danger of communisat

aggression. Gaps in any lmportant military field would be a source

of peril,

Today the Soviets with a Gross National Product and an

industrial capacity less than one-half of ours are nevertheless

allocating to the national power sector of their economy, including

military hardware and industrial plant {for war purposes, an effort

roughly equivalent o ours,

Ii they continue their industrial growth rate, at some eight

~

to nine per cent as is the case at present, the Soviets will be able,

ii they choose, substantially to increase their military effort,
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i'his country has the capacity to meet this military challenge
and prevent the Soviets from gaining what they could consider to be
a useable margin of military superiority over ue, We must also
exhibit the continuing will to do s0 and to do it for the foresecable

iature.,

il all of these conditions I have cited are met, and they are
noi easy ones, 1 would agree that the danger of nuclear war might

well recede in the decade we are entering.
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Then, however, a grave danger would remain in the slow storition
of the pover position of the Free World because of the very rapid
vate of sconcmic growth in the Soviet Bloc.

The mecret of SBoviet economic progress 1s simple. With their
lower lLiving standards and much lower production of consumer gaods,
they plow back into investmeni & large and groving share of their
sotal annual production. The Kremlin leaders direct sbout 30 percent
of GNP into eapital outlays, while we in the United States are eontent
with 1720 percent.

dhe copmending role of iovestment in Soviet economic growth
in dramatically illustrated by their Seven Year Plan, which runs
through 1955. Capital investment in industry for the year 13959,
the initial year of the plan, will be approximately equal, measured
in dollars, to industrial investment in the United States.

surthermore, the Soviets absolute volume of investment in
suck productive areas as the iron, steel and nonferrous industries,

ag well as in machinery manufacturing, will be substantially greater
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then thwt of the Unlted States.

These masslve investment expenditures aﬁe being fed into an
industrial system whose output in 1958 was only about %0 percent
of the inited $‘t.a*§e8. Under such high pressure fueling, the Soviet
indluetrial plant can hardly fail to grow considerebly fasgter then
that of the United States.

¢y the other hand, commercial investment comparisons in the
two countries contrast aharply with the patierns of industrlal
investuwent. Cosmercisl investment, which includes stores, shopping
conters, office buildings and the like, has been absorbing over O
5iliion dollars s vear in the U.S., and only two billien in the USSR.
At the same time, we alvesady have such large retalling facilities,
ihet they are uwtilized at & very lov rate of capacity. Tiaere are
about 9 million people engaged in the leld of retall trade in
the U.8., compared with only 3 million in the USSR.

et me give you another example -- our housing investment is

vougnly twice that of the Soviet, even though living space per
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capita in the U.S. is alread four times that of the USSR

or & contestant engaged in a vital economic race with a lean \
and well-muscled opponent, we persist in carrylag a prodigious
burden of fat on our backs.

A major thrust of our econcmy is directed into the production
of the consumer type moods and pervices, which add littie to the
sinews of our national strength. The major thrust of Soviet economic
development and its high technological skills and resources are
directed townrd specialized industrial, military and national powver
goals.

Hew lead on ». 10

LY

r}\'" ) A ;1§» Ao,
i
commmunist pm};am

ine of these national power goals, which has been aided by

soviet postwar industrial expansion,

AN

in Free Worlid underdeveloped comntries. In these nevly emergent and
fragile nations, the Kremlin leaders have been advancing thelr
wouse by a combination of economic penetration, political wariare,

and subversion.
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Then, however, a grave danger would remain in the attempt
at the slow attrition of the power position of the Free world by 2
combination of economic @enetration,. political warfare, and subversion,
he hasic strategy of international communisn, with its
primary cmphasis on measures short of war, has remained remarkably
unchanged since the death of 5talin. 3o too have its objectives,

These were never more bluntly stated than in Khrushchev's

zecent speeches. ) . , \
. o R T |
[&tviousty referring to the phrase/attributed to him,/ " We will !

.f = !

sury you, ” he explained{ last August that when he said tha% communism

would be the graveyard of capitalism, he did not mean that communists

7

would take shovels and start digging; 'History, ' he said, would take 1
cave ol capitalists.  They too, he suggestsd, would become museum ;

|
pieces, and added that 'If there were a God and he could aci, ke {

would take a good broom and sweep you out. '
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i.at us have a look at the brooms Khrushchav proposes to use,

s \‘(/

\( 7 EARN
X
¥irat, economic penetration of the uncommitted world.

Tiulek induatrialization is the goal of the new and emerging
countries, as well as of many of the older countries which have been
hackward industrially. It is no answer to such aspirations to suggest
that the type of industrialization fhey want is premature, unwise or
aver-costly, ‘They will continue to seek it,

‘.ifhe axampl @ of the Soviet Union attracts them. Here they
gsee a nation which, in the course of 30 years since their revolutionary

growing pains ended about 1928, has achieved second place in the

world industrially; and this irom a relatively low base, sixth or

risduniesat bt

saventh among the industrial states of the world and despite a

Jdevastating intervening war between 1941 -~ 1945,
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Much of the uncommitted world attributes this quick
industrialization to the rigid controls incident to communism,

Here they seem to find an answer to the chaotic politicel conditions
in their own domestic situations. To many of the leaders of these
countries individual freedom and human liberty are secondary to
inaterial progressa,

They do not feel they can aspire to anything like the
sophistication of our own American industrial growth, They will
settle for much lesa but they want it quic%,’rhey are reconciled to
*.;_he drastic remedies the Soviets may prescribe.

The fac: that several countries which have dabbled with the
soviet program for economic betterment are beginning to turn away
{rom it today is not generally known, Nor do they realize that soviet
industrial growth is based on, and in many areas copled firam, the

industria! development of the West,
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They want resulta, They want them now. The Soviet promise

themn the moon., They understand full well that the Soviets {irst got a

rocket to the moon and some of them are deluded by the belief that

the Kremlin can also give them a miraculous industrial transformation.

sovietl propaganda tells them this is so and will deliver the goods.

it is a potent weapon, You can expect to gee the Soviets continuing

to use it in the four corners of the earth,

In geveral cases they have been able io get the jump on us,

parily because of the procedures required under our laws and partly

hecause we righily have never conceived thie to be a competition

to aee who can give the most the quicksst, \l
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The Soviets, abstted by the Chinese Communists and their

uropean latellites, can easily maintain their present rate of aid and “

ivade and in the coming decade they may well divert larger absolute

amounts to woo the uncommitted areas of the world, 2z the 3oviet
and Chinese Communist industrial production advances, the threat
of the spread of communism through trade and aid into uncommitted

arcas of the world will be proportionately increased,

. "\ B

#nather broom which international communism proposes to
use against the Free World is political warfare,
Here they have an aggressive campaign based on a series of
ol dunal.
very positive programs with political, econemic and poﬁ{ﬂaﬁ\abjectives.
it involves the radio and other means of mass communication, as well
as the written and spoken word; gubtle political intrigue based on the

control and manipulation of communist parties and communist fronts

on & worldwide basis,
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$ront

It includes the use of various ”c%r” organizations which

pretend to repregent youth, labor, professional groups and veterans.

i'hey become the agencies for spreading communist doctrine throughout

the ¥Free World., In their subversive arsenal, they also have
organizations which use the slogans of “peace’, friendship and
coaxistence,

This challenge is being pressed forward under the growing
threat of sSoviet industrial, scientific and technical advances and
under the cover of the Kremlin‘s posture of coexistence.

I'c meet this threat we must understand it, To penetrate the
subtleties oi the Soviet political, economic, and psychological drive
is harder {0 do than to understand the military threat. Weapons of
WA RYe visible». tangible, and comprehensible, The impact of an

idea, of a subversive political movement, of a diageised sconomic

policy is more subtle,
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International communism is a ruthlessly proselytizming force.
ii seeks (0 make converts of men and women wherever the opportunity
permits; just as it does not hesitate to make "convicts” of them
as it bas done in Hungary. It has lost none of its faith in its worldwide
miission, as outlined by Lenin and 5talin and vigorously proclaimed by
Hhrushchev as he leit our shores a few weeks ago. This mission

continues to be the domination of the entire Fres World, with primary
emphasis today on the new and uncommitted nations,

Ihe communists have no reason to be coniident that they have
an adequate answer to our military retaliatory power, They do feel,
however, that they still have the ability to close off their own frontiers,
their air space and their rigidly controlled society from rotaliation
through our use of the type of political action they themselves direct

against the world outside the Communist Orbit. They have their

iron Curtaing not only on their [rontiers but within the country, They
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#ven iry to draw down this Curtain within the minds of their own
people,

Recently we gee some evidence here and there of a slight
rajzaing, of their curtain againast ideas from outside, I this were to
continue and ﬁevele;r;i}it would be one of the most encouraging signs
in our relations with the USSR, It would be an act, a deed)as

contrasted with wordy prunouncements about coexistence,

BN A - i
XA A X X
# third broom Khrushchev proposes to use subtly against us

is the peneiration and subversion of governments which refuse to
eooperate’ with Moscow or Pelping. A classical example here
Vs /LA,--

Was Czechwlavakta,/{ ten years ago. The same techniques are used \\

today.

Approved For Release 2000/09/11 : CIA-RDP62S00545A000100090028-7



Approved For Release 2000/09/11 : CIA-RDP62S00545A000100090028-7

is,

fropular front governments are still being planned in Moscow

ior several countries which today have close relations with us.

“Nationalism’' as a slogan for the breaking of the ties of friendship
between us and the countries of this Hemisphere was the policy line
given the Latin American communist leadars who attended the

2lat Party Congress in Moscow last February, UDetails for the

sxacution of this policy were given these leaders and some of the

iruits of this policy can be seen today in Panama, Cuba and slaewhere

in this Hemisphere,
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it was Moscow's desire to move very secretly in this field
and not to allow its hand to be shown, Somewhers betwsen there and
Peiping the signals seem to have been fouled up, The Chinese
Communists, who have the same objectives as the Soviets, are yet
acting in their own avea of particular interest with a blatency as

respects India, Japan, Indonesia, Eurma/ané—e&keg\eeu%mei«_

%ola, which has eroused the nationalistic feeling agains: Peiping and

must make the professional operators in the Kremlin cringe,
& & Rk %
in these comments, I have tried to give some idea of the

nature and dimensions of the Soviet challenge in the military,

poiitical, and economic {ields,
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This I have targeted to the issue as to whether a nuclear

military stalemate which possibly might lessen the immediate

danger of war would or would not lessen the over-all cormunist

threat, My conclusien is that the threat would remain and thet,

if the Soviet military requirement shouid lessen, the added atiention

the Kremlin could give to its non-military program might even add

in some respects to the danger of the pelicies the Soviet may adopt

under “'peaceful coexistence'’ as the Kremlin now preaches it.

Certainly we have not answered the challenge if we limit

nursslves meraly to providing the ressurces needed to meet 1

d

1} 4

military appropriation and the like.
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Yve are faced with the growing industrial and military power
of the 3ino-_oviet Blec and their dedication largely to national power

abjectives, We have also to take into sccount the eifective programs

These facts should bring us to a scber appraisal of the best ™
means of marshalling our very great azsets an d capabilities e
in concert with our like minded friends and allies, Today we have =
greai industrial and, in most fields, technical superiority. Are we =7

applying this superiority in the proper way to the proper ends” 7
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Secretary Herter, in an address {o the Foreign Trade Council

on Novernber 17, sloguently gave the answer to this question,

He said;

e have, of late, besn too absorbed, 1 ieel, in the mere
enjoyment of a prosperous life behind our defensive curtain of nuclear
powey, We must realize instead that the fateful competition with
comumunism has placed a firet claim on the snergy and interests
of us all, That means subordinating our private intereats to Uhe
paramount public interest., It also means using our economy less
for the things which deo not really matter, and more for the things
which do -~ for the uses which would train and inferrm our minds,

oromote the health of our society and keep our country free.’

There is no group of men who could have more influence

4

than you in (gghssassmg the implication «* .he course of our economy |

T

W

as related to that of the 3oviet Union,
You could start the move to make this society of ours more

responsible to the challenggyl 4f) th daysit ¢
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